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This annual report is a translation of the
Swedish original.

Annual general meeting

The annual general meeting will be held at
SKF Kristinedal, Byfogdegatan 2, Géteborg,
at 3.30 p.m. on Wednesday May 31st, 1978,

For the right to participate in the meeting.
shareholders must be recorded in the share-
holders’ register kept by the Securities Regis-
ter Centre (VPC AB) by Friday May 19th,
and must notify the company before noon
Friday May 26th of their intention to attend.
Shareholders with shareholdings registered
in banks or other authorized depositaries
must temporarily re-register holdings in their
own name by Friday 19th to be able to par-
ticipate in the annual general meeting.

Payment of dividends

The board will recommend that sharehold-
ers with holdings in the register records on
June 2nd are entitled to receive dividends for
1977. If this date is accepted by the annual
general meeting it is expected that the Securi-
ties Register Centre will send out notices of
payment to recorded shareholders and listed
depositaries on June 9th, 1978.

To facilitate payments of dividends, share-
holders who have changed address are re-
commended to inform Virdepapperscentra-
len VPC AB, Box 7077, S-103 82 Stockholm
7. well before June 2nd. Address details for
shareholders who received this annual report
by forwarded post are obsolete or in some
way inaccurate.




The SKF Group

In 1975 the industrial world had faced the deepest
trough in the economic cycle since the 1930°s. The follow-
Ing year, activity began to improve only to stall six
months later on a plateau where it remained. This se-
quence of events created a particularly difficult climate in
which to forecast 1977. SKF chose towview the plateau
reached in the second half of 1976 as the b
ed growth./ “or that reason a positive vie
sales vol ___s e and price development. b

The year under review only partly fulfilled tk
pectations. The weakness of world econ
lowi energy c:n SIS contmued overs
Indust _ a
market: _' e Group without stimulating
ment beyond the prewous year S level

The econor ni ntinuing c¢ creases
constrained SK ing bear-
ing business mé pared with the
previous year, v _ S in the sector
as a whole, recorded gre¢ ' loss 1€ concentration
of steel production in Sweden with its high costs was

.o
th fol-
1977.
jor
vest-

the main contributing factor. There was a wide variation
in the performance of SKF's other product lines.

Group income before provisions and taxes amounted to 156
million kronor (1976: 256), disregarding the effects of currency
fluctuations and excluding extraordinary items in both years.
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Summary
Kronor in millions unless otherwise stated Change
1977 1976 in %
Group
Net sales
e T 8,004 6,981 +15
3 e e e e e G e e 542 580 — 7
Operating income after depreciation . ............... 430 457 - 6
as a percentage of netsales ..................... 5.4 6.5
Income before provisions and taxes ................ 327 133 + 146
asapercentageofnetsales .............c.. 0000 4.1 1.9
P OV NS « . . ..o sevemennrrsssnnss e nie e e eses + 37 + 3
A o oo et e a4t a2 BTaLeT ) & AVa miATATata eE ST e 158 140 13
AT 1 R e e e ot o R 193 — 18 |
Investment in plant and property

b o | g e e Ry R ey 757 671 +13
L e R R e e IO S T B A A IR 300 310 -3 |
Depreciation accordingtoplan . ........0vvevnenn. 409 392 + 4 |
Cost calculated depreciation ................vvunn. 566 490 +16
Average number of employees
I e o T S 57,209 58,041 - 1
i e e e A S P R L . 11,210 12.044 — 7
Wages, salaries and associated costs
o e e L e o S R e 1 : 3,782 3.490 + B
S L e s e S S on e BN . a e 1,056 1.023 + 3 |
Net sales per employee, thousands of kronor ........ 140 120 +17
Rroltability DERCENL . - vi i s e e s s e 4.2 4.8
Earnings per Parent Company share, in kronor ... .. 2.30 6.10
| ' Parent Company
Dividends on shares (1977: recommended) .......... 81 81
Dividend per share, in kronor (1977: recommended) . . 4.50 4.50
|
e - = ==,




Group review

Business climate and competition

The international business cycle was, in
the main, similar to that of the previous year.
As in 1976, demand improved during the first
few months but recovery faltered towards the
middle of the year. The plateau that character-
ized the level of business activity during the
latter part of 1976 was paralleled in 1977 with
lower demand in the late spring and summer.

The market decline had its biggest impact
on consumer durable manufacturers and their
component suppliers. This sector had ex-
perienced the most consistent improvement
from the bottom of the 1975 depression. For
investment goods manufacturers who had
faced a slower recovery, the decrease was less
pronounced.

The Common Market countries followed
this pattern closely and industrial activity did
not improve significantly during the year.
Swedish industry again lost production vol-
umes and is now going through a longer reces-
sion thanin the 1930s. The United States had
the best economic performance and contribut-
ed substantially to the positive growth of
OECD industrial production.

The growth of the bearing industry did not
exceed the limited average improvement in
industrial production because of constraints
imposed by customers’ stock levels. Faced
with high manufacturers’ inventories, cus-
tomers saw no point in safeguarding them-
selves against the renewed possibility of
extended delivery periods.

Although the rolling bearing market as a
whole did not fluctuate excessively, there
were significant shifts between its various
sectors. Continued investment caution con-

strained large roller bearing demand. Surpluses

of these and particularly of high volume bear-

ing types resulted in intensive price competi-
tion for original equipment orders. The relative
competitive pressures in the bearing business
were heavily influenced by the strengthening
of the Japanese yen. In many cases customers
switched suppliers and these moves often
worked to SKF's advantage.

Customers’ allegiances in the bearing re-
placement market were more difficult to pin-
point but a similar hardening in the competi-
tive position was apparent. This was partly
due to increased activity, particularly in the
third world, by COMECON manufacturers.

Following a dumping accusation by Euro-
pean bearing manufacturers, the Common
Market Commission decided to introduce
temporary tariffs on Japanese rolling bear-
ings. A Japanese price increase of 10% was
agreed from August 1977 with a further similar
percentage from the year end. In the event of
these price increases failing to materialize, a
duty of 15% was to be imposed.

However, during the autumn the Japanese
bearing manufacturers lodged a complaint
with the EEC Court of Justice in Luxembourg
where the case is now under consideration.
Mo significant effects on the competitive posi-
tion were observed until later in the year when
Japanese price levels appeared to have in-
creased, although not to the extent agreed
with the Brussels Commission.

The steel industry crisis deepened during
the year both for commercial and special
steels. This gave rise to increased protection-
ist pressures. SKF’s steel division shared
these difficulties but armed itself for a more
aggressive attack on the market by plant mod-
ernmization and a wide-spread rationalization
of its operations.

In March 1978, the SKF Parent Company
together with Fagersta AB and Uddeholms
AB initiated a study to investigate the feasibi-
lity of amalgamating their steel operations to
one company.




Asin the case of rolling bearings and special
steel. the cutting tool market had more to
offer in America and some other overseas
areas than in Europe. The machine tool sec-
tor was also hampered by investment stagna-
tion. Deliveries of textile machinery compo-
nents were low throughout the world as the
textile and clothing manufacturers still had
spare capacity.

Marketing and sales

The SKF Group increased net sales to
8,004 million kronor (6,981).

The sales development of the varous com-
panies and product divisions largely reflected
the differing economic conditions facing their
markets and activity levels prevailing with-
in industrial sectors. Significant increases
were recorded in the American, Italian, Brit-
ish and Argentinian manufacturing compan-
ies and by most sales outlets. All the Swedish
companies suffered from their poor domestic
market. The contrast between Sweden and
the rest of the world was most marked in the
cutting tool business. Invoiced sales dropped
for the Swedish company while all other units
recorded higher turnover figures.

The overall order intake and sales for the
Group increased in the first quarter. Lower
orders during the second quarter resulted
in a slower invoicing rate later in the year.
Incoming orders impreved again in the au-
tumn particularly for steel and machine tools.
The sales of castings and textile machinery
parts showed a continuing decline.
Increasing priority was given to strengthening
marketing efforts.

Group review

In most of the industrialized countries,
domestic market supplies received special
attention . Distribution was improved with
the establishment of new, strategically located
stores. Facilities of this type were brought into
service in the German Federal Republic and
ltaly. For the Nordic region a purpose-built
warehouse is nearing completion. After their
running-in period, the regional warehouses in
Singapore and Panama are now operating
successfully. The advantages achieved so far
include shorter delivery times, higher service
levels and smoother administration. Another
warehouse of the same kind was opened in
Brussels to support SKF's sales outlets in the
Middle East and Africa.

The sales force was strengthened in many
markets by recruitment and greater activity
on the part of existing staff.

Market communications were improved
with new product literature and carefully tar-
geted promotional support. A particular effort
was made to increase large bearing sales with
the development of a completely new special-
ly designed sales aid package. This material
was introduced in a number of key markets
under the supervision of specialists from the
German and Swedish SKF companies, The
first results of this effort were seen towards
the end of the year.



Group review
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Corporate development

The gross turnover of the Group amounted
to 8,680 million kronor including internal de-
liveries between the various product areas
as shown in the diagram above. Rolling
bearings contributed 6,265 million kronor to
this total, steel products 1,230 million kronor,
cutting tools 365 million kronor and ‘other
products’ 820 million kronor. This last
product category increased its share of total

turnover from 8.0 to 9.4% following the con-
sohidation of McQuay-Norms' automotive
spare part sales.

The average number of employees at work
decreased by 1.4% to 57,209, Of this figure
11,210 were employed in Sweden (12.044).
Net sales per employee in the Group rose by
20,000 kronor to 140,000 kronor.




Ciroup review

Dise storage drives in the new compuriing centre in Goteborg

The implementation of the Group’s Euro-
pean production coordination programme
progressed according to schedule and will be
completed this summer. The few disruptions
that occurred mainly resulted from teething
troubles at the new locations rather than from
the transfer of the product lines themselves.
The British company had difficulty in adapt-
ing itself to this programme, necessitating
support from other SKF companies in 1977.

The investigation mounted by the US Fe-
deral Trade Commission into SKF Industries
and the Parent Company covering a supply
agreement with a competitor and company
acquisitions went to trial towards the end of
1977, Earlier this vear SKF submitted its
final plea and judgement is expected in lower
court during April 1978.

The Parent Company sold about 14,000
hectars of forest and farmland in Hofors to
the Swedish Forest Service. Under the sales
agreement. the SKF employees mmvolved
were offered jobs by the new owners.

Early in 1978 SKF and the Bonnier Group
formed a jointly owned company. This will
coordinate the resources of the two com-
panies in developing systems for the clear ing
of products and machine parts in industry.

SKF Data, an independent unit within the
Parent Company, moved into a new building
in Giteborg. This computing centre is equip-
ped to provide electronic data processing
services to SKF's head office and Swedish
units. Several continental SKF companies
are also connected with this centre by leased
telecommunications lines.




Group review

A 5.3 m diamerer girth-ring application of two SKF hydrosratio silting-shoe bearings 15 m oapart on a 20 m
long grinding mill in Thionvilfe, France.




Technological development

Group expenditure for research and devel-
opment on products, processes and applica-
tion engineering amounted to 118 million kro-
nor. The project to develop optimum standard
bearing ranges for different industrial sectors
proceeded on schedule. For 16 application
fields new recommendations were prepared
for presentation to the market in 1978,

By introducing a new patented roller guid-
ance principle, a significant step was taken
towards a further improvement of spherical
roller bearings., Marketing of this design is
planned for 1978. Simultaneously the spheri-
cal thrust roller bearings were redesigned
to achieve a higher load carrying capacity
and lower running temperature.

A new series of cylindrical roller bearings
was introduced. This further development is
based on experience gained from the RBU
railway bearing unit. These bearings have
been designed with sphered roller ends
whereby flange contact has been altered. In
this way the thrust carrying capacity of these
bearings was substantially increased. They
have already proved themselves in the
market place, as for example. in heavy goods
vehicle gear boxes. An order worth three
million kronor annually for this application
was obtained in 1977.

Several new bearings and bearing units
found their way to the market during the
year. Initial deliveries of 30,000 units of a
new clutch release bearing were made to a
French car manufacturer. This bearing in-
corporates additional functions and works
only when the clutch is used. It has
through-hardened pressed steel rings with
ground race-ways and a plastic cage. A new
railway bearing unit with taper roller bear-
ings, developed in Italy. is now approach-
ing volume production. The first orders for
over 1.000 units of this counterpart to the
RBU were received from Canada. Special
bearing units were also developed for agricul-
tural machinery. pulleys and fork-lift trucks.

Giroup review

The TRU taper bearing cartridge unit developed by
RIV-SKF for the railway industry is currently being
made in two sizes,

B = a
New pressed steel Z-tvpe seals incorporate fTocked
fibwre washers for heavy duty efficiency,

Sealing technology was advanced with the
development of a special insert for conven-
tional Z-type sealing washers. It consists of a
Mocked plastic washer for insertion between
the sealing plates. By this means the number
of plates can be limited without reducing seal-
ing effectiveness. The new technique offers
considerably reduced bearing maintenance
in equipment operating under difficult en-
vironmental conditions. For example, in
some types of agricultural machinery the re-
lubrication interval has been extended from
daily to annually.

Since August 1977, the largest hydrostatic
tilting-shoe bearing manufactured to date —
with a load carrying capacity of 350 tons -
has been operating at a grinding mill at
Thionville in France. Bearings of this type
have been selected for a further three cement
mills in Brazil where the load capacity will be
increased to 400 tons.,




Group review

S2M, a French company in which SKF has
a 507 share, continued to develop active
magnetic bearings. During the year these
new products were put to use for the first
time. Among other things, the bearings prov-
ed their advantages in applications involv-
ing high rotational speeds and as a result
attracted a 3 million DM order from a Ger-
man machine tool manufacturer.

Seeger Orbis GmbH extended its range of
spring retaining rings in the larger dimen-
sions, Retaining rings with a hole diameter of
2.4 m and an axial load capacity of 850 tons,
were developed for application in centrifugal
pumps.

SKF Goteborg introduced special hydrau-
lic bolts for use in the shipping industry. The
bolts can be pre-stressed by oil injection, faci-
litating coupling flange assembly in tankers.
Under the trademark ‘Hydrocam’ SKF's
French company developed a range of hy-
draulic tensioning systems, among others, for
pressure vessels in nuclear power stations,
and some significant deliveries were con-
tracted during the year.

A steering system with potential applica-
tion in a wide variety of transport areas made
its commercial debut during the year. In
cooperation with Volvo-Penta, the system
was adapted for marine use and will be intro-
duced into some of the company’s pleasure
boats this yvear. The system is precise, silent,
and self correcting; the latter giving advanta-
ges from both the convenience and safety
points of view, One of the components in the
system is an SKF patented planetary gear.
This is constructed from modules and is ex-
pected to have several other applications.

Ball screws based on a new design have
been developed by RIV-SKF for automotive
window regulators. During the year the sys-
tem was approved by Fiat. Similar devel-
opment projects are under way with other
automobile manufacturers.

Machine tool developments are covered in
the relevant section on this product group.

SKF's new Retopilot steering svstem is comprised
aof three basic parts—planetary gear, flexible shaft
arted ball serew cvlinder.

Among newly developed measuring sys-
tems is a device for hardening-depth measure-
ment, designed and tested at the Group’s
research centre in The Netherlands. A device
for monitoring temperature in high-speed
train axleboxes has been developed jointly
by the German SKF company and a Swiss
concern.

In manufacturing technology the main
efforts in the Group were directed towards
taper roller bearing rationalization. Pilot lines
with advanced production techniques for this
type of bearing are being installed at plants in
West Germany and Italy. New machines were
developed for deep groove ball bearings
which led to considerably greater production
in the highest quality grades.




Trading results and financing

The Group’s operating income amounted
to 430 million kronor (457). In absolute
terms, the cost increases were largely
counterbalanced by greater efficiency and
higher prices. However, the profit margin fell
from 6.5 to 5.4%.

Scheduled depreciation amounting to 409
million kronor (392) was charged against oper-
ating income. This depreciation is calculated
according to uniform principles throughout
the Group, using historical costs on a straight-
line basis over the estimated useful life of
property, plant and equipment. In this way,
trading results for different years are easier to
compare than when booked depreciation is
used, as was previously the case.

Interest costs rose by 83 million kronor
owing to increased borrowings. Total debt
increased by 1,244 million kronor partly
because of the devaluation of the Swedish
krona through which the debts of the foreign
Group companies reached higher values
when converted into Swedish kronor. The
difference between interest income and
interest expenses deteriorated by 70 million
kronor.

Income before currency change differ-
ences amounted to 156 million kronor (256).

All the effects of exchange rate differences
are accounted for in the income statement.
This is an alteration to the previously applied
accounting principles according to which cer-
tain exchange rate differences only affected
the balance sheet. This new approach pro-
vides a better picture of the Group’s results
and its financial position.

The exchange rate differences amounted to
63 million kronor (loss 194). In view of the
unpredictable nature of exchange rate devel-
opments, provisions amounting to 135 mil-
lion kronor were credited to the exchange
risks reserve.

Group review
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Profit before provisions and taxes reached
327 million kronor (133) including an extra-
ordinary income of 108 million kronor (71).

During the vear the Parent Company
floated a 10 year international bond issue of
30 million US dollars and a Swedish bond

issue of 100 million kronor with a 15 year life.

Capital expenditure amounted to 757 mil-
lion kronor (671) and the liquid resources
stood at 718 million kronor (466) at the year
end. The solvency ratio was 387 (43). This is
calculated as shareholders’ equity, plus the
equity part of taxed and untaxed special re-
serves, taken as a percentage of total assets.

The degree of self-financing was 49%% (54).
This is measured in terms of internally gen-
erated funds taken as a percentage of capital
inflow. The internally generated funds
amounted to 85% of the Group’s total in-
vestments in plant, property and shares.

The results of the Group's activities during
1977 are given in the income statement, and
in the balance sheet with its associated com-
ments. on pages 36, 37 and 43-52.

1978 prospects

It is anticipated that the world economy
will probably grow at a lower rate than in
1977. For this reason only a marginal increase
in industrial production is expected. The high
rate of return now required from costly new
investments dictates a cautious approach to-
wards capital expenditure even in those indus-
tries using most of their capacity.

Despite the anticipated low market growth
rate, Group sales are expected to develop
more favourably this year than last. Recent
currency trends indicate a strengthening
in the competitive position of SKF products
particularly in the ball and roller bearing fields.
For special steels and cutting tools the cur-
rent order position and market potential point
towards a higher sales rate.

Growing sales coupled with the effects of
ationalization now in hand or being pre-
pared, especially in the steel division, are
expected to improve the Group’s results.

[-' =

Exchange rates

Throughout the report, SKF company sales
figures are given in local currencies. To con-
vert them to Swedish Kronor the following
average rates have been used:

Skr ,
1977 1976

Argentina .. ... Pesos 100 110 1.75
Australin...... b 1 4,95 L e
Brazil' ...ve0s Cruz. 1 0.31 0.39
Canada ....... 5 | 4.19 4.38
France ....... FF 100  91.80 90.60
India ......... Rupees 100 50.33 46,95
| Fi:7 | A Rials 100 6.3% .20
Ialy......cc... Lit 100 0.51 0.52
Mexico ....... Pesos 100 19.66 29,82
Singapore ..... 5 1 1.84 1.76
SPRIN: S Pras 100 5.85 6.03
South Africa .. Rand 1 5.13 498
| B3 o RS £ | 7.79 7.79
LISA. oinanaig 5 1 4.47 4.33
West Germany DM 100 19368 173.00
Yugoslavia .... Dinars 100 2464 2418

= e




Rolling bearings

Over-capacity and stock-piling at all bearing manu-
facturers generated increasingly sharp price competi-
tion in the bearing market. The standard bearing volume
business for the expanding consumer durable sector
suffered accordingly. The position was no better for the
sale of large bearings in the face of market weakness
for machinery and ether capital goods producers.

Without actually achieving the previous record level,
the automotive industry continuedto increase its produc-
tion and as aresult, this sector took alarger proportion of
the total world bearing output. Demand from the electro-
mechanicalindustry was also higher than from other
industrial users, and the replacement market remained
firm.

The SKF Group concentrated on defending its estab-
lished position in those sectors. At the same time efforts
were made to win a greater share of new;market oppor-
tunities. These objectives appear to have been achieved
particularly'among major users but in’'some instances at
the cost of lower margins. The Grotip’srolling bearing
business, however, maintainedits overall profitability in
comparison with the previous year.
| Group invoiced sales of ball and seller bearings includ-

ing minor deliveries to Group cOmpanies outside the
! bearing business, reached 6,265 million kronor (5.570).
Rolling bearings accounted for 72.2% (73.2) of total
Group turnover.
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Rolling bearings

EUROPE

A European Bearing Division was estab-
lished at the turn of the year. This includes
the leading companies in Sweden, West
Germany, ltaly, France and the UK. The
sales organization, marketing SKF products
through majority held companies in other
continental countries and to COMECON,
was also incorporated in this division.

Sweden

The Swedish economy experienced its
third consecutive year of falling industnial
production volumes. Scarce liquid resources
had a negative impact on industrial stock
levels. As a result of these factors and the
increasingly competitive climate, SKF Gote-
hore suffered a sales volume reduction in
the Swedish market. Nevertheless., the
company retained its market share. Deliver-
ies to both the passenger car and heavy
goods vehicle sectors held up well. Order
levels from small industrial users and other

customer categories developed unfavourably.

Denmark had the best industrial produc-
tion growth of the Nordic countries. With
ageressive marketing programmes, the Dan-
ish company took advantage of this situa-
tion. It increased its invoiced sales substan-
tially and improved its market share. The
sales of other product lines, particularly
special steels, also made good progress.

Despite weakened industrial activity in
Norway, the SKF company in Oslo reached
higher deliveries of ball and roller bearings
and strengthened its market position, Turn-
over of non-bearing products rose steeply.
steel sales for example, more than doubled.

Industrial production in Finland decreased
at a similar rate as Sweden. The Helsinki
company nevertheless maintained its posi-
tion in the rolling bearing market but suffered
reduced sales in other product lines.

A new distribution system was introduced
during the year to serve the Nordic markets.
As a link in this system, the building of a
specialized warehouse inside the Goteborg

14

factory area was begun. It s expected to start
operating towards the middle of this year.
The existing central store will serve all other
export markets.

Total SKF Gateborg sales reached 930 mil-
lion kronor (887). Sales outside the Nordic
region developed far more favourably than in
Sweden. Devaluation of the Swedish krona
already had a positive influence on sales in
1977, but the competitive edge gained there-
by is expected to have an impact on invoiced
values this year.

Production levels were reduced. Despite
this, finished goods inventories grew which
was, however, counterbalanced by a greater
reduction of work-in-process.

Continuous attention was given to manu-
facturing rationalization. A major project
involved the turning department where new
multispindle automatic lathes were installed.
The utilization of the E-factory continued to
improve, and its capacity was extended with
new equipment in the soft machining area. In
spite of lower production volume, the com-
pany’s costs were controlled effectively.

Education and training of more than 1,000
employees was carried out in accordance
with national regulations.

SKF Giteborg results were largely the
same as in 1976, Some stock reductions and a
cautious investment policy assisted the com-
pany in avoiding increased debts. The Danish
and Norwegian subsidiaries were profitable
while losses were incurred in Finland.




Rolling bearings

Skateboards were added to the range of products made by SKF in West Germany. These were soon
popularized by aspiring ralent (picture) and advanced pecformers wnder the brand name Calvpso.

West Germany

Economic progress in the Federal Repub-
lic did not live up to expectations. The gross
national product increased only slightly
more than 2% representing half the forecast
figure. The growth of industrial production
stemmed exclusively from domestic de-
mand, while export orders declined. At an
average rate of 4.5% unemployment was
practically unchanged, but short time work-
ing increased.

Capacity utilization remained virtually
the same as the previous vear's level, about
10% below the figure earlier regarded as
normal. Industrial capital expenditure im-
proved moderately. Wage. salary and associ-
ated costs went up 7% while the cost of living
rose less than 49,

The sectors accounting for most of the
ball and roller bearing consumption showed

irregular growth. The automotive industry
increased production by 6% above 1976.

A similar improvement was recorded by the
electro-mechanical sector, whereas machine
tool manufacturers and other capital goods
producers faced an adverse economic climate
and did not increase their production over
the previous year's levels.

SKF Kugellugeriabriken GmbH, Schwein-
furt. increased rolling bearing sales to 982
million DM (913). The biggest improvements
were registered in the electrical industry and
by the distributors. The company retained its
market share.

There was some growth in finished goods
inventories, but work-in-process was, on the
other hand. reduced as a result of continuing
production rationalization. The hot forging
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Tnterior of Schweinfurt™s technically advanced
central stores.

operations were extended and new technol-
ogy was introduced in the soft machining,
ball and roller manufacturing areas. Addition-
al automated production lines for cylindrical
and taper roller bearings were installed. A
new central warchouse was brought into
operation in Schweinfurt. This investment
contributes to improve domestic markel
distribution to the benefit of district sales
offices as well as major industnal users.

The employee average decreased by 442.
Short time working was necessary but at a
lesser degree than in the previous year.

The consolidated results of SKF Kugella-
gerfabriken were affected by sales reduction
and financial losses in the textile machinery
division and by redundancy payments related
to the previous year. For the rolling bearing
business alone, results were more positive
following higher sales and some improved
margins. The company maintained its strong
financial position.
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Italy

Italian economic growth stagnated during
the year. Industrial production increased
only 1.5% for the year as a whole, and
production volumes fell about 1077
throughout the year. The passenger vehicle
industry was hit particularly hard. whereas
truck manufacturers managed to maintain a
relatively high level of activity. The engineer-
ing sector and electrical equipment manu-
facturers had a better year than industry gen-
erally. Inflation remained high but declined
steadily.

Turnover at RIV-SKF Officine di Viflar
Perosa 8.p.A., Turin, reached 264 billion lire
(208). The rate of sales growth was substanti-
ally higher than that of industrial production
owing to expansion in the engineering sector.
Having made successful inroads into this
market sector, the company was able to
maintain its high overall domestic market
share.

RIV-SKF's aircraft bearing sales de-
veloped well in spite of the crisis faced by
the aerospace industry in 1977. Doubled
export sales more than offset the decline
in the domestic market.

In the second half of the vear, the company
experienced difficulties in reducing produc-
tion in line with falling demand, especially as
productivity improved simultaneously.
Owing to the particular product and cus-
tomer mix. the southern Italian factories
adapted more readily to the weakening mar-
ket situation than those in the northern part
of the country.

Investments were largely directed towards
production rationalization projects and en-
vironmental improvements.

RIV-SKF achieved a favourable economic
result partly because of the cost control ob-
tained from rationalization measures. Finan-
cially, the company is in a strong position,
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RKS slewing rings with diamerers of nearly six metres play a central vole in this ship=foader shown handiing

are in Nurvik harbonr.

France

The government’s anti-inflationary measures
dominated French economic development
during 1977. Despite a slowdown in price
increases at the end of the year. the inflation
rate remained at almost 10%. Industral pro-
duction increased by almost 3% . The unem-
ployment rate remained largely unchanged
although government steps to encourage job
creation for young people achieved some
SUCCESS.

The SKF-CAM group which includes
SKF Compagnie d” Applications Mécaniques,
S AL, Clamart, and its plants, increased
turnover to 925 million FF (887). Sales were
hampered by weak demand from most
French user industries, particularly the
railway industry. The higher sales figure
stemmed entirely from increased exports.

Production volumes increased by 3¢ for
the full year. Factory loading was improved
at Fontenay and Bois-Colombes, but was
reduced at the Ivry plant. Rationalization ef-
forts continued and resulted in a substantial
productivity increase. Inventories grew
during the year.

Unsatisfactory capacity utilization and
minimal price increases which failed to com-
pensate for rising costs, caused losses in the
French group of SKF companies.

The weak investment climate constrained
activities at several of the SKF-CAM sub-
sidiaries,

Among the rolling bearing companies this
was particularly the case for RKS 5.4. in
Avallon, which specializes in the manufac-
ture of slewing rings and large bearings.
Turnover increased to 72 million FF (61) due
to export growth. In the domestic market
demand was limited owing to difficulties in
the construction sector and its related capital
goods suppliers. During 1977 RKS acquired a
majority holding in Europe-Couronnes S.A.
in Villefranche-sur-Saone, a company pro-
ducing rolled and welded rings for automo-
tive and other vsers.

Sales ol instrument and high precision bear-
ings from Les Applications di Rouwlement
(ADR) in Champigny were constrained by
the low level of actuvity in the aircraft indus-
try. At 65 million FF invoiced values re-
mained virtually unchanged. Owing to lower
production capacity utilization. results were
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lower than the previous year.

Compagnie Génerale du Rouwlement
(CGR), Beauchamp, manufactures commer-
cial bearings. Export demand for these
products was considerable and the compa-
ny’s invoiced sales increased to 24 million
FF (20). Results were satisfactory.

Great Britain

The British financial position improved as
a result of increased North Sea oil deliveries
and export growth. Nevertheless, industrial
production levels remained low and
unemployment was higher than at any time
since the second world war. There was a
slight revival in domestic demand for indus-
trial goods during the latter part of the year
which stimulated economic activity follow-
ing the fall in production volumes during
the first part of the year. The rate of cost
inflation was reduced.

Like the general economic trend, the rol-
ling bearing market recovered only margin-
ally. The modest growth stemmed largely
from manufacturers’ stock-building.

Invoiced sales from SKF (U.K.) Limited
reached £55.2 million (47.0). Considerable
deliveries were made of a new bearing
specially designed for use in coal mining con-
veyors. Intensified marketing efforts were
specifically aimed at the replacement bearing
market. Capacity utilization was lower than
in 1976 and as a result of manufacturing
problems, there were no productivity im-
provements.

MNew spherical roller bearing lines at Sun-
don became fully operational. The manufac-
ture of smaller diameter ball bearings at that
factory encountered technical problems. The
company’s total output failed to reach its tar-
geted figures. The offices at the Luton site
were moved to Sundon.

The company is facing substantial econ-
omic difficulties and a comprehensive plan
of action established during the year, is now
being implemented.

Other markets

The continental bearing sales companies
generally performed well in view of the diffi-
cult market and competitive conditions.

The Dutch sales company increased its
turnover slightly, gaining ground in exports
with its mounted wheels. The Rotterdam
subsidiary made further progress in its sales
of non-bearing products.

The depressed climate in the steel industry
had a negative effect on the Belgian com-
pany’s market opportunities. By penetrating
alternative bearing markets the company
substantially increased its sales.

SKF Schweiz increased sales and improv-
ed its financial performance. This efficiency
was achieved by strengthening the sales force
and intensifying special product and steel
marketing. Rolling bearing sales were hamp-
ered by poor demand, faced by machine tool
and textile machinery makers.

The Austrian company performed well,
and the sales company in Lisbon improved
its results by more selective and stronger
marketing efforts.

SKF Ost had one of its best vears in gain-
ing orders from the COMECON markets. At
the turn of the year its order book reached a
record level.

The bearing manufacturing companies
UTL in Sarajevo and /KL in Belgrade in
which SKF has minority interests, increased
turnover to 340 and 320 million dinars respec-
tively. Both companies improved their posi-
tion and plan to expand their manufactunng
capacity.

SKF has nearly 25% holding in SKF Espa-
nola §.A4., Madrid. The company substantial-
ly increased its sales to the automotive indus-
try but failed to improve its position in other
market sectors. The company’s losses were
reduced.




UNITED STATES

The 1977 advance in gross national prod-
uct of about 5% was largely due to expen-
diture on consumer durables, particularly
cars and homes. Total industrial production
thereby grew 6% . Because of excessive in-
ternational raw material supplies, activity
was lower in the basic industrial sectors
such as mining and steel production.

Capital investment increased 13%. The
immediate effects on the rolling bearing
industry were limited, though the full impact
is anticipated in 1978,

Domestic bearing consumption grew some
5%. The largest volume increase occurred in
taper roller bearings associated with the auto-
motive industry. Deep groove ball bearing
and cylindrical roller bearing sales developed
in line with overall industrial production
whereas spherical roller bearings had poorer
growth owing to the time lag between orders
for capital goods and the purchase of the
necessary bearings. The volume of bearing
imports continued to grow, contributing to a
further sharpening of competition. Price
pressure eased towards the year end.

SKF Industries, Inc., Philadelphia, increas-
ed its bearing sales by 9.79 to 211 million
dollars. In this way the company gained a
slightly bigger share of the total market. It
improved its position, particularly in indus-
tries having long term growth potential. but
progress was also made in the replacement
market. These changes were achieved by
aggressive OEM marketing programmes
coupled with strong support for the com-
pany’s distributors. Order intake exceeded
invoiced sales particularly from OEM
customers.

Capital expenditure was primarily directed
towards the relocation and rationalization of
product lines in the various rolling bearing
divisions. Along with the extension of the
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Considerable extensions have been made by SKF
Incustries” Tvson Division to their Glasgow,
Kentucky, factory,

Altoona plant, standard ball bearing produc-
tion was upgraded with the installation of
numerically controlled chuckers and new
heat treatment equipment. The production of
spherical roller bearings was modernized
with machinery designed to increase capacity
and reduce costs. The Nice Bearing Products
Division was consolidated in one location
with both factory and office extensions at
Kulpsville. The most comprehensive changes
took place in the Tyson Tapered Bearings
Division. These included an additional fac-
tory building at the Glasgow plant.

There was virtually no change in employ-
ment levels from the previous year. Three-
year labour agreements were negotiated
during 1977 involving nine of the company’s
plants.

The company’s bearing business achieved
satisfactory results, Short term borrowings
were refinanced by a 30 million dollar private
placement. The funds were initially raised for
the acquisition of McQuay-Norris, Inc.
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OTHER CONTINENTS

At the turn of the vear, the SKF overseas
sales organization and the bearing manufac-
turers outside Europe and the United States,
were brought under the umbrella of a newly
formed Overseas Bearing Division.

Sales activities are carried out in three
areas, each with a regional warehouse at its
disposal. For technical coordination reasons
and in view of the market size. most of the
manufacturing companies do not form part of
the marketing areas.

Latin America

During 1977 the regional warehouse in Pa-
nama took responsibility for deliveries to all
sales companies within the Latin American
area. Through market orientated inventories
and speedy deliveries, often by air freight or
road transport, service to sales offices im-
proved, time consuming import procedures
were overcome and port delays avoided.
The simplified stock planning which this
change brought about, reduced inventory
vilues greatly at some of the companies.

In spite of steadily increased competition
the sales companies maintained or improved
their market shares.

In Panama, SKF Panama Free Zone, Inc.
is concentrating on distribution while SKF
Panama S.A. now handles sales in markets
where SKF is represented by distributors. A
sales company was formed in Nicaragua.

Poor economy and import restrictions had
a negative effect on SKF results in Peru.
After some easing in the quota system, this
market now looks more promising. The most
favourable sales development was recorded
by the companies in Colombia and Urniguay
but the Chilean company also increased its
invoiced sales.

Asia

With its widely spread market and limited
number of SKF companies. the AsiafPacific
area benefited considerably from the speedy
deliveries and logistic support provided by
the Singapore regional store. In order to re-
duce costs at the companies in the area, slow
moving products were concentrated at this
warchouse. Local marketing and sales sup-
port information was specially developed and
pricing structures were reviewed. Taken to-
gether, these measures improved the pen-
etration of SKF products.

Assisted by the growing strength of the
Japanese yen, the Tokvo company intensified
its marketing efforts for rolling bearings.
Sales of textile machinery components held
up reasonably well and orders for oil pressur-
ized shaft couplings rose steadily. Contacts
with the Chinese and other state purchasing
organizations were revived from Hong Kong.
Considerable sales were achieved both in
special steel and rolling bearings. Sales from
SKF Malavsia increased and the company’s
results improved substantially.

Other markets showed varying trends. For
Pakistan and Bangladesh SKF's business
improved considerably, partly linked with
development aid programmes. Sales to Thai-
land expanded strongly with a positive im-
pact on profits. Government regulations re-
sulted in the closure of the Indonesian SKF
sales office.




Africa/Middle East

Material flow for the area is planned by

SKF Intertrade 5.A. using its Brussels region-

al store to supply companies, distributors
and in some cases direct customers, with
SKF products. 1977 was the inaugural year
for this organization. Business opportunities
were followed up more aggressively, new or
additional distribution channels were estab-
lished and the redeployment of SKF area
staff resulted in improved distribution sup-
port.

Business activity suffered from balance of
payment constraints in some countries. In
Turkey for instance, distributor sales devel-
oped very unfavourably, though the SKF
company there maintained a satisfactory
operational level. In Zaire practically all
bearing sales stopped because of financial
constraints caused by falling copper prices.
Zambia experienced similar problems, but
the SKF company in Kitwe managed to in-
crease sales and achieved good results, The
Moroccan company faced lower market
growth owing to the effects of falling phos-
phate prices on the national economy. The
SKF company in Malawi retained its domi-
nant position, increased invoiced sales con-
siderably and improved profits. The market-
ing of earth moving and road construction
machinery spares was undertaken.

SKEF distributors in the Middle East also
faced differing conditions. Market growth
was generally lower than in the preceding
vear and East European competition intensi-
fied. The sales of SKF products were satis-
factory in Saudi Arabia and improved in
Lebanon. In Irag there was a sharp decline
and in Syria and Egypt. business was also
slow. For this reason the Cairo Bearing
Agency was established with SKF staff to
strengthen marketing and sales promotion
efforts in Egypt.

Nigeria had the best growth of the African
distributor markets. Collaboration was estab-
lished with the Danish East Asiatic Com-
pany, and a start was made in the build-up
of SKF stocks at one of their distributors.
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Production of SKF rolling bearings in Argenting iy
now centred at the Tortuguitas plant with its
figh-standard fechnical and sociaf facilities.

Argentina

Growing foreign trade, a halving of the
inflation rate and reduced private spending
power, characterized the Argentinian econ-
omy in 1977. Towards the year end a reces-
sion set in, monetary policies were tightened
and consumption fell. Industrial growth was
limited to 4% despite considerably increased
capital investment. The rolling bearing
market improved in line with business activ-
ity to the third quarter of the year when the
agricultural machinery and automotive
sectors suffered a strong sales setback. In
its efforts to control local cost increases, the
government endorsed a reduction in bearing
customs tariffs from 1106% in December 1976
to 60K in September 1977. Together with
stock clearance sales these reductions inten-
sified imported bearing competition.




Rolling bearings

Cia Sudamericana BTB 5.4. completed
the move to the new premises in Tortuguitas
during the first quarter of the year and the
new plant is now fully operational. This
move was made without production losses
and productivity developed favourably
throughout the yvear. The new premises
enabled the company to offer its emplovees
better welfare services including a nursery
and canteen facilities.

Sales increased considerably and results
were satisfactory for both the manufacturing
and sales companies.

Australia

Nationally, the market remained depres-
sed and fierce price competition prevailed.
This caused one of SKF's competitors to
cease manufacturing operations.

Production volumes at SKF Australia
{Manufacturing) in Echuca declined because
energy supplies were disrupted by a power-
workers' strike.

SKF Australia ( Sales) in Melbourne
reached a turnover of 14.4 million Austr. dol-
lars, representing a commendable perform-
ance in the light of the difficult market situ-
ation. This was mainly achieved by strong-
er sales efforts towards smaller industrial
customers and the replacement market. In
order to cope with a growing number of ac-
counts, the company changed its internal
organization and its distributor structure.
For example, the company’s own resources
were used for sales coverage in the Brisbane
and Adelaide districts.

SKF sales in New Zealand are coordinated
with those of Australia. The local company
recorded substantial progress and recaptured
market shares in a mainly stagnating business
environment.
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Brazil

With the objective of controlling inflation,
the Brazilian government implemented sev-
eral spending limitations. Passenger car sales
declined almost 7%, tractor manufacturers’
output dropped 179 and railway rolling stock
production decreased by over 5066, Real
growth only took place in the agrnicultural
machinery sector.

Considerably reduced railway bearing sales
had a negative impact on sales and profit de-
velopment at SKF Rolamentos in Sao Paulo.
To counterbalance sales losses regarding
this sector and other traditional clients, the
production programme was reshuffled in
order to make bearings available to other
customer groups. The marketing advantages
from these steps outweighed the production
inconveniences involved. As a result the
company was able to maintain its overall
profit level. Invoiced sales reached 384
million cruzeiros (367).

A mMajor expansion programme was
initiated at the Guarulhos plant in the latter
part of the yvear. Environmental improve-
ments absorbed the remainder of the capital
expenditure.

Canada

The Canadian economy improved only
slowly in 1977. Growth was mostly in the
extractive industry and automotive manufac-
turing.

SKF Canada Ltd in Scarborough upheld
its invoiced sales on the replacement market.
But other sales, particularly to the aircralt
industry, were hampered by low invest-
ments. Profits weakened.

India

The state of emergency was lifted in March
resulting in gradual social and economic liber-
alization. Towards the end of the year there
were also some signs that import restrictions
might be eased with a view o encouraging
investment and attracting foreign capital.




Indian bearing comsumption increased
5%. SKF was estimated to have gained its
share of this growth in spite of import disad-
vantages compared with its East European
competitors, and despite a strike at the Poona
plant.

Until that strike in early December, Asso-
ciated Bearing Company in Bombay per-
formed well from both a manufacturing and
marketing point of view. The year’s bearing
production reached 8.2 million units (7.9)
and sales increased. Work-in-process was
reduced and inventory turnover improved.
Results were satisfactory.,

Work began on an extension of the Poona
plant designed to create a 25% increase in
capacity.

Skefko India Bearing Co., in which SKF is a
minority shareholder, increased its imports
from Europe and invoiced sales volume but
al lower market prices. Results were. never-
theless, acceptable.

Total SKF invoiced sales of rolling bear-
ings in India amounted to 204.1 million
rupees, an increase of 8%%.

Iran

The Iranian Bearing Co. (IBC), Teheran,
in which SKF holds a 20% interest, invoiced
346 million rials. Capacity utilization at the
Tabriz factory was only 50% and the com-
pany suffered further losses.

SKF has the same degree of participation
in the franian Beaving Trading Company.
The situation for this company deteriorated
and in August 1977 its board of directors
decided to recommend that activities be
discontinued. During the year SKF also
expressed its willingness to divest itself of the
Parent Company holding in IBC while
offering continued technical support to that
company. These matters are still being
negotiated.

Rolling bearings

Mexico

Demand for ball and roller bearings in
Mexico remained at their 1976 levels. Contin-
ued controls hindered price improvements
in the replacement market.

Industria de Baleros Intercontinental (1BI)
which in December increased its share capi-
tal to 250 million pesos, with SKF retaining
40%%, benefited from a sharp sales increase.
Turnover was 350 million pesos (196). Fac-
tory productivity developed well, scrap rates
were reduced and safety measures impro-
ved. The company became profitable.

South Africa

The South Afncan recession continued
unabated and industrial production in 1977
fell by 15%. There was little activity in the
mining industry and for the automotive
manufacturers the year passed without
improvement. Towards the vear end the
government took steps to stimulate some
sectors of the economy.

SKF Bearing Manufacturers in Uitenhage
was forced to cut production by more than
200 partly because of the market situation
but also for inventory control reasons. The
grinding department in the factory started
line production and thereby increased effi-
ciency.

The educational programme for all em-
ployee categories was extended during the
yvear with the particular emphasis on improv-
ing the promotion prospects for black em-
ployees. The black workers established their
own industrial representational organization.

The SKF Ball Bearing Company in Johan-
nesburg increased invoiced sales to 23 million
Rand (18). The company increased its market
share particularly by penetrating the light en-
gineering sector. A more aggressive attack
was also made on the replacement market
and success was achieved with the compa-
ny's own and other special products. Despite
a minor reduction in profits, the results can
be regarded as satisfactory,




Machine tools

The weak investment climate kept demand
for machine tools at its previously low level
throughout 1977, Nevertheless, in its machine
tool business, Lidkapings Mekaniska Verk-
stady AB managed to achieve a 507 order
intake growth through intensified marketing.
The demand for the company’s castings.
mainly sold 1o other Swedish machine tool
makers, suffered a further decline.

The prevailing market situation hampered
price development and the limited increases
which could be obtained were insufficient to
cover the higher costs. Despite an 18% in-
voiced sales increase to 93 million Kronor,
losses were recorded.

During the year the company introduced a
new centreless grinder, the Lidkoping 740.
This machine is designed for bar grinding and
replaces the CL-5B, the biggest machine tool
in LMV's range. The 740 has a very high
production rate, removing between two and
three imes as much metal as its predecessor.
In spite of this high removal rate it is unparal-
leled for precision machining large work-
pieces, as it is fitted with hydrostatic bearings
and has an extremely stable and exact feed-
ing system. A numerically controlled ma-
chine for grinding on centres with a patented
wheel and diamond compensation device
was also developed.

A further development of SKF's water
cooled machine tool motor, a high-speed
spindle incorporating precision ball bearings
and a special lubrication system, as well as a
multi-coordinate measuring technique, were
amongst other developments. The measuring
system is easier to handle and more flexible
than competing designs, and created consid-
erable market interest when introduced.

Specially swited ro bar grinding, the new Lidkaping
740 cenmreless prinder i fireed with hvdrosatic
bearings.

New types of grinders for exclusive use in
SKF's bearing production were added to the
product range.

SKF Maskinforsdlining AB sells a large
number of Swedish and imported machines
and is now responsible for sales in the Nordic
countries of Lidkoping manufactured machine
tools and equipment, The company also
offers project engineering services for plant
equipment and material handling. The com-
pany’s own production was coordinated with
its Lidkoping parent company when it was
restructured to fulfil its new marketing role.

Although domestic machine tool demand
fell drastically, the company achieved a
growing order intake. Invoiced sales, how-
ever, reached only 8.4 million kronor. The
company recorded serious losses partly be-
cause of the low sales volume and partly as a
result of restructuring and marketing invest-
ment expenses.
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Steel products

The weakness of the steel industry internationally
continued throughout 1977. There was an upturn at the
beginning of the year, but as in 1976 the second half was
characterized by stagnation and even a slight downturn.

Raw steel production in the western world fell during
the year by 3% following a 7% rise in 1976. Tonnage
decreased in nearly all industrialized countries while pro-
duction went up in several developing nations. The steel
industry’s capacity utilization was low in most areas.
about 65% within the EEC for example. As aresult,
competitionstiffened and prices were held down. Protec-
tionism intensified and at the beginning of 1978 minimum
import prices for special steels were introduced by the
EEC and the USA.

Lossesincurred by SKF steel operations were aggra-
vated by‘the prevailing market and competitive condi-
tions. For the third year running, the steel division’s
Swedish works had to further restrict theiringot produc-
tion thereby also affecting productivity. In contrast with
the steel industry generally, the order intake increased
towards the end of the year largely due to'intensified
marketing measures.

Total invoiced sales rose 9.6% to 1,230 million kronor.
representing 14.2% (14.8) of the Group gross turnover.




Steel products

Ingor casting at the Stalverk 4 sieelworks, Hofors,




Sweden

Swedish raw steel production fell by 23%
in 1977 to its lowest level since 1963. This
represents a drop in production of about one
third within three years. For the first time
during this period, deliveries exceeded pro-
duction and the high stocks held at the steel
works began to diminish.

Competitive pressure increased both inter-
nationally and on the domestic market. Efforts
were made during the summer to improve
profit margins, but towards the end of the
year price levels again fell. Commercial steel
basic prices were lower at the end of the year
than at the beginning, thus further accentuat-
ing Swedish steel manufacturer’s profitability
problems.

The company’s Swedish based steel opera-
tions which changed its name to SKF Steel
during the year, could not avoid being af-
fected by these developments. In order to
counteract these negative trends, the com-
pany established a strong marketing oriented
organization with divisionalized product sec-
tors. Through the decentralization resulting
from this change, the company intends to
gain greater flexibility and intensify its mar-
keting efforts.

Simultaneously, the fundamental causes of
losses incurred internally were tackled and
the rationalization measures subsequently
initiated are expected to show results during
1978.

Two new plants started operating, a bar
and wire mill at Hiillefors and Stalverk 4 at
Hofors. Modern equipment provides rational
production methods, high quality and good
working environments. The new plant invest-
ments thereby offer considerable potential
for improving the company’s competitive
position.

Steel products

Stalverk 4 is designed to produce electro-
steel. This makes SKF Steel more flexible in
its raw material supplies. The plant utilizes
SKF's MR steel-making technique with its
twinshell melting furnace and ASEA/SKF
refining process. The MR method was de-
veloped to produce electro-steel having the
same quality as acid steel for use in products
demanding high fatigue strength.

The new facilities made it possible to close
down the Hofors blast furnace at the begin-
ning of 1978. In consequence, the company is
switching to purchased pig iron and lower
grade scrap. All this will bring considerable
savings directly attributable to the new steel
plant.

Both rationalization measures and increas-
ed production volumes are required in order
to halt the declining productivity trend preva-
lent during the past three vears. During 1977
agreement was reached with the unions to
concentrate the milling of small sized wire
rod at Hofors. Further negotiations covered
the outside supply of material in areas where
the company’s own manufacturing capacity
is not competitive. Agreement has so far
been reached to stop the manufacture of
low-carbon hot rolled strip.

Order intake deteriorated during the first
six months. necessitating production cuts.
These were later readjusted 1o keep pace
with the increased order intake during the
latter part of the year. Ingot production fell to
390,000 tons, 139 less than in 1976,

Measured in working hours. employment
was cut by 8% as a result of the production
decrease. Following the reorganization and
intensfied marketing efforts, the number of
sales personnel increased.

SKF Steel had an unsatisfactory vear both
in sales and income. While deliveries actually
increased compared with the previous year.
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they were still lower than annual deliveries in
the period 1969 — 1975, The rise in exports
more than compensated for decreased do-
mestic sales. The Group's share of the steel
division's invoiced deliveries was practi-
cally unchanged at 45.5%.

Invoiced sales rose by 8.4%% owing to in-
creased deliveries and price rises which were
nearly fully derived from the Swedish krona
devaluation in August.

West Germany

J.N. Eberle & Cie GmbH, Augsburg, had a
turnover of 42 million DM (41). Sales of saws
progressed favourably. Deliveries of steel
strip also showed a slight improvement, while
demand for springs decreased. Export sales
fell considerably as currency values in several
of the company's important markets dropped
in relation to the German mark. Despite the
unfavourable conditions, the company was
able to obtain some price rises and maintain
its profitability.

Sales companies

The steel division's sales companies abroad
achieved significant increase in turnover.
Peterson Steels, Inc., USA and SKF Stahl-
Maschinen-Werkzeuge GmbH in West Ger-
many had satisfactory rises in invoiced sales.
SKF Steel Limited in the UK recorded steeply
rising steel sales, and penetrated new markets
with the sales of other Group products.

As part of the intensified marketing efforts,
the sales staff was increased at these com-
panies.

At the end of 1977, the Swedish sales or-
ganization was formed into a separate com-
pany, SKF Sl Forsdlinings AB, Stockholm.




Cutting tools

The SKF Cutting Tool Division, including its two asso-
ciated groups, SKF Tools and Dormer Tools, concen-
trates predominantly on high-speed-steel cutting tools.
This market expanded during 1977 but growth was un-
even. The American and the UK markets showed healthy
development, whereas the continental European coun-
tries increased their tool consumption only marginally,
mainly because of low activity levels in the machinery
construction sector.

Total turnoverin the Group’s cutting tool business
reached 365 million kronor (307), an increase of 18.9% at
current prices. As before, twist drills accounted for the
major part of invoiced sales. Thread cutting tool capacity
was expanded in preparation for intensified market pene-
tration. Joint sales of SKF and Dormer manufactured
tools were established in North America.

The losses at the tool company in Sweden were aggra-
vated by its high costs, while other companies in the
division achieved improved results despite sharp price
competition and an overcrowded market. The cutting
tool division increased its share of SKF’s total gross
turnover to 4.2% and provided a practically unchanged
contribution to Group profits.
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Cutting tools

Sweden

Turnover at SKF Tools AB, Halmstad,
dropped back to 76.1 million kronor (77.1).
Declining industrial consumption and reduced
distributor stock levels had their impact on
the Swedish cutting tool market. As a result,
SKF sales to domestic customers fell far be-
low 1976 volumes. Export sales development
was more favourable but insufficient to
counteract the domestic shortfall. The export
proportion of total sales increased to 65% (57).

The disappointing sales trends necessitated
reduced production. The number of employ-
ees decreased from 664 to 580 by natural
wastage. The inventory volume was reduced
but because of inflation there was no change in
value. Capital expenditure was limited to the
completion of projects initiated in 1976.
Production equipment to improve quality
absorbed the major part of this expenditure.

Price increases and cost-saving measures
were insufficent to compensate for the dropin
sales volume and the effects of national infla-
tion. A greater loss was therefore recorded
than in the previous year.

Italy

Progress on both the domestic and export
markets raised RIV-SKF'ys tool sales to 7.9
billion lire. Development was satisfactory at
the beginning of the year, but stagnated in the
autumn. Although the work-force decreased
by 15%, output improved.

Sales from Challier CUMA in Turin fol-
lowed a similar pattern. Domestic deliveries
increased at a lower rate than exports which
doubled. Total turnover was 3.1 billion lire
(2.1). The financial performance improved
owing to cost savings and increased produc-
tion efficiency. but was still unsatisfactory.
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Brazil

Credit restriction and other anti-inflation-
ary measures in Brazil affected production in
the automobile and capital goods industries.
Fibrica Paulista de Brocas e Ferramentas,
Sio Paulo. managed to offset lower sales in
these sectors by increased activity in the
replacement market and by extending its prod-
uct range. Furthermore, special tools sales
were doubled as were exports to the USA,
Canada and Colombia. Total sales rose to
196.6 million cruzeiros (130) and results
improved.

During 1977 the company started making
chrome steel rolled taps, and in January this
vear high-speed-steel taps were added to the
production range. Capital expenditure
amounted to 23.6 million cruzeiros. Apart
from the expansion of thread cutting tool pro-
duction, this sum covered the costs of air and
water filtering installations.

Greater attention was paid to employee
training with particular emphasis on edu-
cation of the new tap department personnel.
A subsidised transportation system for em-
ployees was organized and the workers were
given financial support for the building of club
and sports facilities.
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field Twist Drill and Steel Co. (STDS) and its

Cutting tools

Great Britain

The modest revival in demand for cutting
tools that began in August 1976 continued
throughout 1977, particularly in North Ameri-
ca, Canada. the United Kingdom, and the Far
East. Consequently the factories of The Shef-

subsidiaries were able to operate at generally
satisfactory levels. Sales developed well and
reached £21.7 million (18.7). Profitability
was satisfactory and the company had a reas-
suring order backlog at the end of the year.
During 1977 tap and die manufacturing faci-
lities were enlarged by leasing a building of
3,000 m? close to the existing Nottingham tap
and die plant. The ownership of SKF Tools

(U.K.) Ltd. was transferred in Stl‘ph.‘l‘l'lhl.:l' The Tyringe works of SKF Tools AB specialize in
from the SKF company in Halmstad to STDS. high-speed-steel milling cuiters such as slor mills
In this way all British SKF tool production and end mills.

was placed under the control of one manage-
ment team.

Moves to combine the company’s interests
inthe United States and Canada with those of
SKF Tools AB progressed well during the
year. The Canadian company changed name
to SKF & Dormer Tools of Canada [td.
having taken over responsibility for the SKF
tool sales from the Scarborough company.
Al the turn of the year, Dormer Twist Drill
Company in Ohio and SKF Tools Corpora-
tion in Connecticut were merged into a new
company under the name SKF & Dormer
Tools Corporation. These changes will help
to prepare the way for the marketing of import-
ed Dormer and SKF cutting tools in North
America.
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Other products

Castings

The Swedish castings market remained as
weak as in the previous year. Decreased
orders from domestic customers coupled
with lower demand for castings intended for
SKF products, resulted in a 30% drop in
deliveries from SKF Katrineholm compared
with 1976. Invoiced sales reached 104 million
kronor.

The market situation caused a cut in pro-
duction. Fixed costs for under-utilized capa-
city and lower sales, were the main reasons
for the unsatisfactory results.

In order to limit the losses, SKF Katrine-
holm intensified its marketing efforts. During
the autumn the order intake rose above
output levels, failing however to reach nor-
mal order inflow. An exceptionally large
educational programme was undertaken in-
volving the majority of the employees. The
programme consisted of 190,000 man hours
for which some state contributions were
obtained. In spite of these measures, the
company was forced to close the plants for
short periods in order to avoid inventories
growing to financially unacceptable levels.

A new machining line for brake drums,

approved in 1976, costing 6.2 million kronor,

was the most significant investment during
the year. The rest of the investments were
directed towards improved working condi-
tions.
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Textile machinery components

As in the previous year, textile manufac-
turers were disinclined to invest in 1977.
Demand for textile machinery was therefore
low and the need for machinery components
was consequently limited.

The textile division at the Cannstatt fac-
tory in West Germany, where the bulk of
SKF's components for textile production
equipment is produced., had another bad
year. Turnover fell to 77.2 million DM.

The 20% drop in sales and low prices created
considerable losses.

The order intake was lower than deliver-
ies. Short time working was necessary for
limited periods. Production of textile machin-
ery components kept an average of 1,147
people employed.

A slow market also hampered production
of textile machinery components at Associ-
ated Bearing Co., Poona. Sales fell from 40 to
36.5 million rupees. Profits from this product
line also suffered from the strike in the fac-
tory in December.

SKF Manufacturing Singapore increased
its turnover to 11.5 million Singapore dollars
(7.1). Barely half its capacity was utilized and
financial results did not reach a satisfactory
level.

SKF Textile Products, Gastonia, USA, had
a turnover of 2.7 million US dollars (1.7) in its
sales of drafting conversion mechanisms
and textile spindles. The company made a
small profit.




Spring retaining rings

Sales of fastening systems such as Seeger
circlips developed well during 1977 and turn-
over rose to 101.6 million kronor (85.5).

Exports from the West German parent
company Seeger Orbis GmbH grew better
than domestic sales. The invoiced sales
value, however, increased only 5.6% 1o 33.9
million DM owing to the price increase limita-
tions arising from disadvantageous cu rrency
exchange rates. Production expanded by
159 as a result of continued productivity
improvements and some recruitment.
Modernization of the heat treatment facili-
ties, costing 2.6 million DM, contributed to
this increased efficiency. An extension of the
Eichen plant is planned for this year.

As higher costs could not be offset by
higher prices, the company suffered some
reduction in profits which were, however.
still satisfactory.

The Brazilian company, Reno S.A. Indiis-
fria ¢ Comércio, which joined the Seeger
Orbis group in 1976, is dependent on the
automotive sector for 65% of its business.
Despite the fact that Brazilian passenger car
production dropped following the govern-
ment’s anti-inflation measures, the company
increased its sales volume and invoiced 92.9
million cruzeiros (63).

Capital expenditure was largely directed
towards product quality improvements and
welfare measures. At the plant, a 6.000 m?
area was turned into a landscaped sports-
field, garden and car park. A canteen for all
employees was installed. Personnel insurance
coverage was improved and grants for edu-
cation and training substantially increased.

The share capital was increased from 15.2
million cruzeiros to 32 million during the
year. Invoiced sales and favourable produc-
tivity development combined to produce
improved profit.

Other products

¢}

In Italy RFT RIV-Firgat produces a wide range of
seals and high-precision elastomeric COMPOents,

Sealing products

The SKF Group requirements for seals are
partly met by RFT RIV-Firgar S.p.A.in Var-
ese. Activities have developed from the pilot
scheme started in 1974 and the company now
produces its own basic rubber compounds,
develops tailor-made machines for its own
needs and has a research and inspection
laboratory. Annual production reached 100
million seals and the product range was ex-

panded to include elastomeric shock
absorber elements, silent blocks and metal-
rubber components.

Invoiced sales amounted to 6 billion lire.
Exports accounted for 40% of sales., and the
total number of employees was 335.




Other products

Ball and roller screws

Sales of high precision ball and roller
screws from La Technigue Intégrale (LT1)
in Chambéry were seriously affected by the
weak demand for machine tools in France
and internationally, Invoiced sales dropped
to 23 million FF (29) and losses were un-
avoidable. The West German subsidiary
JAGO Werkzeugmaschinen GmbH was
transferred to SKF Kugellagerfabriken in
Schweinfurt.

Airframe components

Société Anonyme de Recherches de Me-
canique Appliquée (SARMA) in Saint-Vallier
specializes in the manufacture and sales of
airframe components. World-wide recession
in the aerospace industry had repercussions
on the company, which was also disrupted by
a prolonged strike. Resultant lower sales, 46
million FF compared with 49 million in 1976,
caused a small loss.
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Automotive components

MecQuay-Norris, Inc. completed its first
year as a subsidiary of SKF Industries, Inc.
with sales of 53.4 million US dollars, an
increase of 4.6%. Automotive aftermarket
sales developed well and piston ring delive-
ries increased towards the end of the year
following installation of more efficient new
machinery. Other investments were directed
towards the modernization of various machin-
ing operations and on an extension of the
Washington foundry. This extension enabled
the company to rearrange production and
make labour and transportation savings.

NACAM S.A. in Vendome in which SKF
owns a 50 share, maintained its leading
European position as a manufacturer of car-
dan steering joints. Sales rose to 68 million
FF (58) and the workforce increased to 380.
Production capacity was condsiderably in-
creased in response to the growing needs of
the automotive industry, one of the few
viable industrial sectors in France during
1977. Results were satisfactory.

RIV-SKF's production and sales of valve
tappets for car engines had a relatively un-
changed year.







